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The ideal situation is to have sufficient supplies on hand for a jiven » .
period, and at the same time brevent the over. or under-stockpiling of o ,-ll’l‘
Supplies, =
()
Purchasing includes the initial requisitioning for supplies and ﬁ%
materials, price inquiry, price comparisun, ung the signing of Jurchase ,i '
contracts., In essence, the purchasing operations vepresent about 50 percent 1
of the work involved in the control of supplies and iaterials. i
The remaining phases in control of supplies and materials,such as 'Y
inspection, storage, exanination, repairing, fiscal planning, statistical
works, correspondence, and hiring are routine operations. é;
“"‘ﬁ'&(:q‘

Types of Operations

Operations are divided into decentralized and centralized operations.
Under a decentralized Operation, a given enterprice establishes its own
Suppiles and materials control department, The enterprise functions
independently trow any other higher government organ., An enterprise
adopting the decentralized system prepares its own supply of procurement
plans  Such an enterprise exercises independent control over the
dig..ibution and alloeation of its supplies and materials,

Urder a centralized operation, the control of supplies and materials in
& given enterprise 1s Jjointly supervisey by tne cuierprise ung a nigner
governmental organ. An enterprise adopting this System is responsible
to the higner governmental organ for submitting periodic reports.

Direction

Since the organizatioral framework of enterprises var
no uniform method of direction can be adopted. However,
type of organization, the delegation or suthority in a given enterprise
citends dovaward from Lhe highest official. For instance, i a state-operated
industry such as the railvay industry, the delegation of authority extends
downward from the minister who is the highest official in the industry.

ies considerably,
regardless of the

the supplies and materials control organ in g
have one of the various designations. This Oorgan may be designated an
office, bureau, main bureau, departument, or main department, However,
in practicallyallcases, it 1s designated as a bureau, Therefore, the
tern “supplies and materials control bureau" is edopted as the standard |
term. Such a bureau is headed by a director, A given supplies and -
materlals control bureau mav be further subdivided into varisus components
according to functions Among the various functions are distribution, '

purcnasing, {iscul pluunluc, supervision, personnel blacenment, and
correspondence,

glven enterprise way

A given bureay ghould establish a delivery
facilitates {tg operations, A network of such dell
Services on a nationwide basis., The org
should consist of planning, fisecal
The delegation of authority should

station if such a station

very stations could tecilitate
anization in a given delivery station

; Personnel, and correspondence divisions.

el8o extend dewnward from the highest official.

Stockpiling of Supplies and Materials and Procurement Funds

The stockpiling of supplies and
needed over a giver reriod of operati
that a given enterprise needs 10 bill

materials is determined by the amount
on. For instance, if it {g estimated
ion yuars wecrth of supplies per month,
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then it is feasible to establish a 30-billion~yuan reserve as supply pro-
curement funds, 10 billion yuan as monthly supply replacement funds, and

5 billion yuan as reserve for insurance fees, depreciation, interests, and
operational and transport costs. These funds total 46.5 billion yuan, This
amount 1s called the supply procurement fund of working capital.

Apnual Capital Turnover Rates

In the example cited above > & given enterprise would need 120 billion
Yyuan's worth of supplies and materisls per year. The annual capital turn-
over rate for this enterprise {g calculated by dividing the working capital,
or 46,5 billion yusn, into 120 dbilliz: yuan, Thus, the annual capital turn-
over rate of this enterprise is 2,58 percent, i.e., its working capital of
46.5 billion yuen will be applied for supply procurement 2,58 times per
one year of operation.
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